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In the Matter of

AT&T COMMENTS ON UNSERVED AND UNDERSERVED AREAS FNPRM

Pursuant to the Commission's Further Notice of Proposed Rulemaking

("FNPRM"), FCC 99-204, released September 3, 1999,1 AT&T Corp. ("AT&T") submits

these comments on the promotion of deployment of facilities and subscribership in

unserved and underserved areas, including tribal and insular areas.

In this proceeding, the Commission seeks to implement Section 214(e)(3) of the

Act, which authorizes the Commission to designate carriers to provide universal service

to "unserved" areas. 47 U.S.C. § 214(e)(3). As AT&T shows in Section I, the

Commission should define "unserved" areas as areas in which there is currently no local

common carrier franchise, and it should establish a competitive bidding system for the

designation of a carrier to serve those areas. Moreover, as discussed in Section II, the

Commission should not establish a separate program for the non-statutory category of

IIunderserved', areas at this time. The Commission should instead expand the Link-Up

program to provide additional assistance to individuals whose interconnection costs are

prohibitive.

IThe comment date was extended to December 17, 1999 by FCC Public Notice,
DA 99-2607, released November 22, 1999. ~..
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I. WITH MODEST BUT IMPORTANT MODIFICATIONS, THE
COMMISSION SHOULD IMPLEMENT ITS PROPOSALS WITH
RESPECT TO UNSERVED AREAS.

The Commission should define "unserved" areas as areas without a local common

carrier franchise. And, it should establish a competitive bidding system to determine

which carrier will serve those areas.2

A. The Commission Should Define "Unserved" Areas As Areas Without
A Local Common Carrier Franchise.

The Commission proposes to define an "unserved" area under Section 214(e)(3)

as "any area in which facilities would need to be deployed in order for its residents to

receive each of the services designated for support by the universal service support

mechanisms." FNPRM, 86. That definition would be too broad, because any new

residential or industrial development within an existing service area would be an

"unserved" area under Section 214(e)(3). Such areas do not require special USF

support, and including such areas in the definition of "unserved" areas would

unnecessarily complicate the administration of the Section 214(e)(3) program.

Rather, AT&T proposes that an "unserved" area be defined as any geographic

area for which a local common carrier franchise does not exist. The Commission can

employ a panel of experts to recommend how to carve out individual serving areas

from the "unserved area" for purposes of administering Section 214(e)(3). For

example, the Commission could use clustering techniques to group 80% of the

households in the "unserved area" into finite serving areas, leaving the remaining 20%

of households to be served by the nearest incumbent.

2AT&T's views on "unserved" (and underserved) areas apply equally to insular areas. See
FNPRM ~~ 136-40 (seeking comment on insular areas).
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B. The Commission Should Use Competitive Bidding To Select A
Carrier To Serve "Unserved" Areas.

AT&T agrees with the Commission that it should use competitive bidding to

identify the carrier or carriers best able to provide service in unserved area. FNPRM

~ 95. AT&T has long supported the use of competitive bidding to provide universal

service to areas not currently served by any LEC. See Federal-State Joint Board on

Universal Service, CC Docket No. 96-45, AT&T Further Comments at 36-40 (filed

August 2, 1996). This approach also best comports with AT&T's definition of

"unserved area," i.e., where a local franchise does not exist.

The competitive bidding system should have certain features and safeguards.

For example, the competitive bidding system should not be limited to carriers that have

already been designated an eligible telecommunications carrier ("ETC"). See FNPRM

~ 105. Certain carriers or technologies may be peculiarly suited to provide service in

these previously unserved areas, and the Commission should not exclude such carriers

merely because they are not otherwise ETCs. On the other hand, the Commission

should ensure that no individual that stands to gain by the USF be allowed to

participate in the bidding process. For example, Tribal authorities that control

rights-of-way on tribal lands must not be affiliated with a bidding entity. FNPRM

~ 105.

AT&T also agrees with the Commission that the winning bidder should be the

only carrier designated as an ETC for the unserved area. FNPRM ~ 106. This would

both simplify the bidding process by clarifying the "prize" (i.e., the winner of the bid

would be the sole recipient of USF support for the serving area), and it would increase

the incentives for carriers to participate in the bidding process. Designating a single

winner for USF funding is fully consistent with the plain language of Section 214(e)(3),

which expressly provides that the Commission may designate a "carrier or carriers" to

provide service in such areas. 47 U.S.C. § 214(e)(3) (emphasis added); see FNPRM
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1 107. Moreover, the single-winner approach would not preclude competition in the

unserved area. Initially, carriers will compete for the right to be the sole recipient of

the USF support in that area. Subsequently, nothing would prevent a carrier from

competing for customers within the serving area, although only the winning bidder

(ETC) will receive USF support.

The Commission should also adopt a three- to five-year exclusivity period for

designation as an ETC. FNPRM 1 109. Such a period would be appropriate for

allowing the winning bidder to deploy facilities necessary to meet the needs of

customers in the serving area. However, such exclusivity should apply only to the

ETC designation itself; if a competitive carrier "wins" a customer during this period,

then the ETC should no longer receive the corresponding per-line support from the

USF for that customer.

With respect to the number and type of bidding rounds (FNPRM 1 110), the

Commission should simply construct a competitive bidding process that provides

sufficient incentive for carriers to bid on the ETC designation. The Commission

should determine the average rate that consumers in the state are paying for their

local service and solicit bids from carriers on how much USF support they would need

to provide service to consumers in the unserved area at that average rate. 3 The winning

bidder should be the carrier who requires the smallest amount of USF support to

provide universal service to the unserved area. See FNPRM 1 112.

Finally, the Commission tentatively concludes that responsibility for funding

universal service in unserved areas would be divided between the federal and state

governments. FNPRM 1 112. Although AT&T has no desire to put further pressure

on states for providing support for unserved areas, if the FCC funds the full amount of

3For consumers who cannot afford the average rate in the state, the Lifeline Assistance
Program should be used to address their needs. See Section II.B, infra.
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USF support, it should reconsider its high-cost funding decisions for non-rural carriers.

The Commission has established over $400 million in federal funding for these carriers

before even considering the funding requirements of unserved areas, which are truly

the intended beneficiaries of Section 254. Accordingly, before burdening interstate

rates, the Commission should reconsider its funding of non-rural carriers.

II. RATHER THAN INITIATE A NEW HIGH-COST PROGRAM, THE
COMMISSION SHOULD EXPAND THE LINK-UP PROGRAM TO MEET
THE NEEDS OF INDIVIDUALS IN "UNDERSERVED" AREAS.

With regard to so-called "underserved" areas, the Commission should not initiate

a new high-cost program at this time. Instead, the Commission should expand the

Link-Up program to provide subsidies for individual low-income consumers in

underserved areas.

A. The Commission Should Not Initiate A New High-Cost Program For
"Underserved" Areas.

The Commission seeks comment on whether it should establish a separate,

non-statutory category of "underserved areas." The Commission also suggests

potential factors to be included in the definition of such areas, such as penetration rate

below a certain percentage, population density below a certain level, or costs of

providing supported services above a certain level. See FNPRM , 118. The

Commission should not establish a separate program for "underserved" areas at this

time. The Commission should not increase federal high-cost support for "underserved"

areas until it has taken sufficient steps to bring telephony to areas that are currently

unserved.

Indeed, applying AT&T's definition of an "unserved" area, any area that is not

"unserved" is in fact "served" by at least one local exchange carrier who has a

franchise for the area (the incumbent). If there are carriers currently "serving" areas in
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which large percentages of the population are without telephone service, the

Commission should deal with such situations in one of two ways.

First, if these areas are currently served by non-rural carriers, the Commission

should require these carriers to fund the increase in penetration rates out of their own

resources and redeploy the non-rural high-cost support to finance the competitive

bidding for support of unserved areas. Non-rural carriers should not be rewarded for

their failure to use their high-cost support to advance universal service within their

serving areas.

Second, with respect to rural carriers, the Commission should not establish any

new universal service funding prior to issuance of the Rural Task Force report and

subsequent Joint Board recommendations on high-cost support. Once the Commission

addresses the issue of universal service funding for the rural carriers, it will have

substantially addressed high-cost support for tribal lands .4

B. The Commission Should Expand The Link-Up Program To Address
Underserved Areas, But Should Be Cautious About Expanding The
Overall Level Of Universal Service Funding.

The Commission also asks whether it should address the high cost of

interconnection by providing additional support through the Link-Up America

program, at least for locations with significantly lower than average penetration rates.

FNPRM 1 121. AT&T fully supports expansion of the Link-Up program to address

the specific needs of consumers whose cost of installation are prohibitive. Indeed, the

existing program, which has a maximum discount of $30, may fall far short of the

4See, e.g., Communications Daily (November 10, 1999) (National Telephone Cooperative
Association study shows that small rural telcos have highest subscriber penetration on
Native American reservations and have infrastructure in place to offer advanced services
to those areas; on average, rural telcos serve about 70% of reservation land within their
areas, and some far exceed that figure, such as Midstate Telephone Cooperative in S.D.
that serves 93% of tribal land in its area; NTCA says "[t]he so-called 'digital divide' is
greatly exaggerated with respect to areas served by small telephone companies").
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costs of installation in extreme outlying areas. FNPRM 1 23. Given the size of this

potential shortfall, the Commission should consider "feathering in" these one-time

discounts to the most needy, similar to the way the Commission has feathered in the

inside-wire discounts of the Schools and Libraries Program.5

Finally, the Commission seeks comment on whether it should increase

rural health care subsidies for the upgrading of existing infrastructure. FNPRM 1 133.

The Commission recently changed the Rural Health Care Program by making the

discounts available to non-ETCs. See Federal-State Joint Board on Universal Service,

CC Docket No. 96-45, Fourteenth Order on Reconsideration, FCC 99-256, '1 14-17

(November 3, 1999). The Commission should wait to see how this expansion

facilitates support for eligible rural health care providers in tribal and insular areas

before expanding the program further.

5 Federal-State Joint Board on Universal Service, Fifth Order on Reconsideration and
Fourth Report and Order in CC Docket No. 96-45, FCC 98-120 (June 22, 1998), as
clarified, Changes to the Board ofDirectors ofthe National Exchange Carrier
Association, Inc. and Federal-State Joint Board on Universal Service, Fifth Order on
Reconsideration in CC Docket No. 97-21, Eleventh Order on Reconsideration in
CC Docket No. 96-45, and Further Notice of Proposed Rulemaking, FCC 99-49
(May 28, 1999).

--------_._-----------------
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CONCLUSION

For the foregoing reasons, the Commission should adopt rules as described herein.

Respectfully submitted,

~artium~
Judy Sello
AT&T CORP.
Room 1135L2
295 North Maple Avenue
Basking Ridge, NJ 07920
(908) 221-8984

Gene C. Schaerr
James P. Young
SIDLEY & AUSTIN
1722 Eye Street, N.W.
Washington, D.C. 20006
(202) 736-8141

Attorneys for AT&T Corp.

December 15, 1999
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